This paper draws on data from Uganda's 2013 World Bank Enterprise Survey (WBES), which comprises data on 762 firms across Uganda to assess the effects of the business environment, with particular interest on the impact of finance on firm growth by focusing on differences across firm size. Unlike past studies, we use firm level data that allows us to interrogate whether the impact of the business environment is unbiased across firm size. Most importantly, this paper mitigates the risk of the potential measurement error, omitted variable bias, and endogeneity. The results suggest that micro, small, and medium enterprises (MSMEs) in Uganda benefit more from financial access than large firms. These effects are stronger and more sustained among medium firms. The paper interprets these results as evidence that MSMEs are more credit constrained relative to large firms. The paper also discerns that while informality and poor regulatory environment may help divert economic activity from large firms to MSMEs, informality increases the vulnerability of MSMEs to corruption to sustain their informal and invisible status. The policy implication on size, efficiency, and dynamism of the business sector in Uganda is that there is a need to increase not only financial inclusion of MSMEs but also improve the general business environment, particularly the formalization of micro firms.
Introduction
Extensive evidence shows that investment climate and in particular financial inclusion is critical to firm growth. 1 This issue is even more important in developing countries where markets and institutional infrastructure are less developed (Aterido, Hallward-Driemeier, & Pagés, 2009 ). Olawale and Garwe (2010) identify lack of finance as a key factor constraining micro, small, and medium enterprises (MSMEs) growth in sub-Saharan Africa (SSA). The importance of finance to firms is documented by Beck and Demirguc-Kunt (2006) who asserts that financial inclusion helps alleviate MSMEs growth constraints and increases their access to external finance, thus leveling the playing field between firms of different sizes.
In addition, enterprise growth is hindered by non-financial constraint of a regulatory nature. For instance, Djankov, La Porta, Lopez-De-Silanes, and Shleifer (2002) find that sub-Saharan countries tend to have heavier regulation of entry due to higher corruption, informality, and poor infrastructure. However, this phenomena is not unique to sub-Saharan countries. Klapper, Laeven, and Rajan (2004) find that costly regulations constrain the entry of new enterprises in Europe, especially in sectors that should normally have high entry. Regulatory barriers force enterprises to be larger and cause incumbent firms in naturally high-entry industries to grow more slowly.
In Uganda, MSMEs contribute close to 90% of private sector production and play a crucial role in income generation, especially for the poor (UIA, 2008) . Yet, enterprises are largely informal focused on low productivity activities. Entrepreneurship in Uganda is largely a by-product of poverty and a lack of accessible formal employment (World Bank, 2017) . Enterprises in Uganda are largely micro: according to GoU (2014) , more than 50% of the firms in Uganda employ five or less people. Importantly, 69% of firms in Uganda generate UGX10 million or less in annual turnover. Indeed, only 10% of firms have a bank loan or line of credit. Adverse business environment have been blamed for low rate of survival of firms in Uganda (World Bank, 2014a) . 2 Indeed, Turyahikayo (2015) finds the cost and reliability of electricity as a major constraint to doing business in Uganda. Egesa (2010) confirms correlation between technological uptake and a high failure rate of firms in Uganda. Buyinza (2011) finds that integration of East Africa has adversely affected the survival of Ugandan firms. Nevertheless, firms with the ability to export, especially to the advanced markets, have a higher chance of survival compared to the non-exporting ones.
Given this background, the first objective of this paper is to assess whether there are differences in growth across firms of different size when exposed to financial inclusion and other factors affecting the business environment such as regulatory environment, corruption, and access to infrastructure. Differential effects across firms of different size can stem from the fact that there can be differences in the underlying objective conditions faced by firms. Thus, it could be that the same extent of financial inclusion is more beneficial to smaller firms or that the same extent of power outages is less damaging to larger firms because they have access to generators. The second objective is to test the hypothesis that financial inclusion and its impacts on firm growth are dependent on the interplay between financing and other investment climate factors. A poor business environment raises cost and risk associated with doing business thus diminishing the impact of finance. In this regard, the extent of corruption, the state of infrastructure, property rights, enforcement of business regulations, and the overall openness in the management of public resources can affect the impact of finance on firms' growth (World Bank, 2004) .
Unlike most existing studies, which rely on macro level data, this paper exploits firm level data on finance and business environment conditions. Firm level data allows the paper to interrogate whether the impact of the business environment is unbiased across firm size. Most importantly, this paper mitigates the risk of the potential measurement error, omitted variable bias, and endogeneity. First, we utilize a full set of sector-survey interaction dummies to deal with measurement error. Second, and in addition to financial inclusion, we include other dimensions of the broader business environment to concurrently deal with concerns of omitted variable bias. Last, we use location-sectorsize averages less individual firms' own responses of the business environment measures to tackle endogeneity.
The rest of the paper is structured as follows. "Literature review" section lays out the literature review. "Methods and data" section describes the methods and the data. "Results and discussion" section presents the results. "Conclusion" section concludes.
Literature review
Micro, small, and medium enterprises (MSMEs) are an important generator of jobs. Hence, insights into the determinants of enterprise growth are important from a policy perspective. There is a growing literature that assesses the effects of the set of factors, policies, and institutions that affect enterprise growth. Generally, the determinants of enterprise growth are characterized as either being external or internal to the firm. Most studies summarize and classify the determinants of enterprise growth into three broad dimensions: individual, organizational, and investment climate factors (Zhou & de Wit, 2009) .
At the individual level, entrepreneurship has gained momentum as a key vehicle leading to higher jobs and sustainable economic growth. However, entrepreneurs in sub-Sahara Africa face many challenges among them lack of financial inclusion, the tightest laws and regulations, and the poorest infrastructure (Legas, 2015) . Lack of a comprehensive entrepreneurial training and small market size also emerged as a critical challenge that entrepreneurs in the region face (Dugassa, 2012) .
At the organizational level, there is substantial evidence that small enterprises face larger growth constraints and have less access to formal sources of external finance (Beck & Demirguc-Kunt, 2006) . The international literature mentions that MSMEs depend heavily on internal finance due to lack of transparency (Berger & Udell, 1998) , lack of trading history (Cassar, 2004) , and high risk of failure (Huyghebaert & Van de Gucht, 2007) , among other constraints. In Uganda, the endogeneity of access to finance varying across firms has been well documented in Ishengoma and Kappel (2008) , Kasekende and Opondo (2003) , and Obwona and Mugume (2001) .
Lack of finance hinders not only the creation of new MSMEs but also constrains the growth of existing MSMEs. Consequently, low access to finance explains (in part) why job creation in sub-Saharan Africa (SSA) is concentrated in the micro/informal firms with low productivity (Olawale & Garwe, 2010) . Weakness of MSMEs is more often manifested in form of lack of collateral (Galindo & Micco, 2005) , whereby lack of collateral necessitates financial institutions to limit the amount of credit allocated to MSMEs relative to other sectors (Beck, Demirguc-Kunt, & Levine, 2003) . It is in this regard that this paper differentiates the impact of finance across size classes of firms.
However, many MSMEs desire to remain small, which is a rationalization of their lack of capability, and finance is not of crucial importance (O'Farrell, 1986) . In this case, policy instruments designed to aid the process of growth in small businesses are likely to have little or no impact upon such firms.
At the institutional level, the limited access to finance and constrained enterprise growth is partly due to the investment climate. This is particularly true in lower income countries and those with higher levels of corruption (Hallward-Driemeier & Aterido, 2007) . Certainly, financing is more scarce and expensive in countries with weak enforcement and weak institutions (Galindo & Micco, 2007) . Market and institutional failures and informality of MSMEs deny them access to financial services (Kasekende & Opondo, 2003) . Institutional and business environment failures bias finance toward larger firms (Aterido et al., 2009 ). However, the bias in financial inclusion decreases in choice of sector and location (Lakuma, Marty, & Kuteesa, 2016) , age (Cabral & Mata, 2003) , reduced informality, and infrastructure (Turyahikayo, 2015 ) (see Fig. 1 ). As such, the subject of choice of location and sector, influence of infrastructure, and nature of governance in determining firm growth is examined more rigorously in this study.
While improving on the knowledge on financial inclusion and firm growth, the current literature suffers from three potential shortcomings that can be addressed in our study. First, financial inclusion is a broad term. To track the impact of financial inclusion on firm growth in Uganda, a clear and unified definition of the concept of financial inclusion is needed to identify policy gaps, understand both served and underserved firms, and define priorities for action. The World Bank (2014) defines financial inclusion as the state of an individuals and businesses having access to useful and affordable financial products and services that meet their needs. Access to financial services is critical in Uganda where 46% of the population is excluded from financial services (EPRC, 2013) .
Second, studies need to determine the appropriate indicator to effectively capture firm growth in face of data limitation. Shepherd and Wiklund (2009) suggest including either of the following: sales levels, profitability, number of employees, and market. Many studies use sales growth as a measure of firm growth as it translates more easily across countries and industry contexts, and also is the metric of choice for entrepreneurs (Delmar et al. 2003) . However, Shepherd and Wiklund (2009) find that employment growth seems to be the metric that shows best concurrent validity. Therefore, this study retains employment growth as an indicator of firm growth. Thirdly, this study follows Aterido et al. (2009) to focus on regressions that combine multiple dimensions in a single regression to address potential bias in the estimates and to measure directly which dimensions have the largest impact on firm performance. This paper measures whether there are significant differences in the impact of finance and the business environment across firm types, especially by firm size (see Fig. 1 ). This paper also spends a substantial amount of time in reducing endogeneity between financial inclusion/investment climate measures and business performance.
Methods and data
Following Aterido et al. (2009) and Restuccia and Rogerson (2008) , this paper draws on data from Uganda's 2013 World Bank Enterprise Survey (WBES), which comprises data on 762 firms across Uganda. The WBES methodology is described in World Bank (2009) . 3 The WBES data provides information on firm performance as well as the investment and business environment faced by firms. The data contains information on firms spanning a range of sectors: 50% of firms are in the manufacturing sector, 22% are in retail, and 28% are in other sectors (including hotel and restaurant businesses, IT services, and wholesale providers).
The sample contains a range of firm sizes. We examine firm size using the number of permanent employees. We categorize firms according to Uganda's definition of firm sizes: micro (1-4 employees), small (5-19 employees), medium (20-99 employees), and large (100 or more employees). According to these definitions, the dataset contains 46 micro firms, 461 small firms, 183 medium firms, and 50 large firms.
We measure firm performance as employment growth between 2010 and 2013. We calculate a growth rate, specifically the change in employment derived as the average employment in the two periods. Table 1 summarizes employment growth, where firm size is based on the firm's size in 2010. On average, firms experienced a 5.2% growth. Small firms (1-4 employees) experienced the largest growth rate, of 21%. Both small (5-19 employees) and large (more than 99 employees) firms experience small but positive growth on average, of about 1.6%. On the other hand, a number of large firms experienced negative growth. Twenty-five percent of large firms experienced a 1.2% or smaller decrease in employees. Medium size firms (20-99 employees) experienced a 4.7% reduction in employees, on average.
We examine the impact of finance and a number of investment climate variables on firm growth, as well as how firm characteristics are associated with finance and other investment climate conditions (see Table 2 for summaries of key variables). Nine investment climate variables are used relating to access to finance, business regulatory conditions, and corruption.
Three variables are used to measure access to finance: the share of investments financed externally (sh-invest-fin), the share of working capital financed externally (shwork-cap-fin), and the percentage of sales sold on credit (sh-sales-cr). The data reports moderate levels of access of finance: 23% of investments are financed externally, 24% of working capital is financed externally, and 22% of sales are sold on credit.
Two variables are used to measure business regulatory conditions: the percent of time managers devote to dealing with authorities (mng-time) and the number of days firms devoted to inspections during the previous year (days-inspections). On average, managers devoted 6.4% of their time to dealing with regulations and firms spent an average of 2.5 days on inspections.
Extent of corruption is measured as either a binary variable indicating whether the firm has had to pay a bribe to get things done (bribe y-n) or a variable indicating the percent of transactions where a gift or payment was requested (bribe %). To avoid misreporting bribe information, the survey asks about the amount paid in bribes by firms "similar to yours" rather than the firm directly. On average, 24% of firms reported giving a bribe to get things done and 0.06% of public transactions requiring a gift or informal payment. Infrastructure barriers are measured as the number of power outages firms experienced in the last year (days no power) and the percentage of cargo value that was lost in transit (loss transit). The data reveal significant infrastructure challenges; on averages, firms experienced 142 power outages over a year and 5.3% of cargo value was lost in transit.
Impact of finance and investment climate conditions on firm growth
After examining the determinants of finance and investment climate conditions, we turn to examining the impact of investment climate conditions on firm growth. Equation 1 describes the model. Empg refers to the rate of growth in permanent employees from 2010 to 2013. We use financial inclusion and three other (k) categories of investment climate (IC) variables: regulation, corruption, and infrastructure. We interact financial inclusion and investment climate variables with firm size to understand how the impact of financial inclusion and investment climate on employment growth varies across firm size. In addition, we include a number of controls that may also be associated with employment growth. Controls include whether the firm has significant foreign ownership, government ownership, significant exports, firm age (using Mature and Older dummies), and whether the firm resides in a city with less than 1 million inhabitants. To control for differences across firm sectors, we include a set of sector dummies (λ).
A problem in estimating the impact of financial inclusion and investment climate on employment growth is endogeneity: this is where financial inclusion and investment climate conditions are likely to be endogenous to firm performance. To account for endogeneity, we construct a measure of financial inclusion and investment climate conditions that reflect conditions faced by firms similar to firm i, rather than using firm i's individual response. Specifically, financial inclusion and investment climate variable for firm i reflects the average response of firms in the same location-sector-size category, where location refers to whether the firm resides in a small city, sector refers to the firm's primary sector, and size refers to whether the firm is a micro, small, medium, or large sized firm. When taking averages, we exclude firm i's responses.
When matching average location-sector-size values to firms, we make a distinction between current and past conditions, specifically in regard to the firm size. Our procedure involves two steps. First, we calculate a firm's average size across 2010 and 2013 to construct the location-sector-size averages. Second, we match the average indicators to firms based on their initial-not current-size. The first step-using average firm size across time periods-helps account for firms that recently changed size and may face financial inclusion and investment climate conditions that are different from firms that have remained in a size category for a longer period of time. The second step-matching averages to initial conditions-allows use of conditions faced by firms of a certain size in 2013 as a measure for conditions of firms of that size in 2010. For example, we use information on conditions faced by micro firms in 2013 as a measure for conditions faced by micro firms in 2010. Doing so helps to mitigate against endogeneity concerns. This procedure assumes that financial inclusion and investment climate conditions remain similar over time for location-sector-size categories of firms, rather than for firms themselves.
A remaining concern is that results may capture the effects of shocks that are correlated across firms, which are correlated with both average financial inclusion and investment climate conditions and firm growth. To reduce this potential bias, we include the average employment growth of the size-sector-location cell used to compute financial inclusion and investment climate conditions as a control variable (empg cell). Table 3 reports results of examining the determinants of the nine IC variables. Regarding access to finance, estimates indicate that controlling for firm characteristics and sector interaction dummies, there are no differences in access to finance, measured as working capital financed externally and as a share of sales on credit between MSMEs. However, there are differences in access to finance measured as share of investment between micro firms and firms of larger sizes (small and medium). The specifications reported on Table 3 also provide important results regarding finance. Particularly, firms that contracted in the period before the survey report low access to external financing and spending less time dealing with officials relative to firms that were stable in size, which may suggest some degree of informality. Older firms have more access to finance (sales credit). Exporters and firms in small towns (Lira, Mbarara, Jinja, Wakiso, and Mukono) tend to need more finance (working capital and sales credit) than their counterpart in Kampala does. Government-owned firms prefer to use more of investment finance than working capital and sales credit to finance their activities.
Regarding business regulations, micro and small firms report a smaller share of management time devoted to dealing with government regulations than medium firms do. Days of inspections also increase monotonically with medium firms spending more days dealing with regulation than other firm sizes. Regarding corruption, there are no differences in the incidence of bribes across all firms. The payment of bribes could be correlated with the low degree of compliance with regulations and firms have to pay officials to maintain this position. For infrastructure, firm size is not correlated with the frequency of power outages. Accessing reliable power is correlated with the substantial fixed costs of owning and operating a generator, which affect all MSMEs relative to large firms. Meanwhile, losses in transit are largest among medium size firms.
Variations in objective financial inclusion and investment climate conditions by firms
We first examine how financial inclusion and investment climate variables are associated with firm characteristics. Specifically, we regress financial inclusion and investment climate variable against a number of firm-level characteristics, estimating separate models for each investment climate variables. Equation 2 describes the model.
Small, Medium, and Large are binary variables indicating the size category of firm i, where micro firms are the excluded category. Foreign is a binary variable indicating whether private foreign individuals or organizations own 10% or more of the firm. Exporter is a binary variable indicating whether 10% or more of the firms' sales are exported. Mature and Older are age categories, where Mature indicates a firm existing for 6-15 years, and older for more than 15 years; Young-a firm age of less than 6 years-is the excluded variable. Government is a binary variable indicating whether the government/state owns 10% or more of the firm. Smallcity indicates whether the firm resides in a city with fewer than 1 million inhabitants. Expand and contract measure the rate of employment expansion or contraction from 2010 to 2013; here, the omitted variable is whether employment remained unchanged. λ represents firm sector dummies. Table 4 , column (1) reports the effects of financial constraints and unfavorable business environment across firm sizes. Results suggest that lack of finance and a weak business environment tends to hurt the growth of micro, small, and medium firms, and benefits the growth of large firms. Columns (2) to (5) address endogeneity of respondents. As expected, the coefficients on firm size categories indicate that firm growth declines monotonically with firm size. The paper shows that the use of endogenous variables to measure the effects of finance on firm growth are only significant on medium-sized firms due to downward bias.
Results and discussion
Finance Table 4 column (1) also test the hypothesis by Beck et al. (2003) and Demirgüç-Kunt and Maksimovic (1998) whether the same amount of financing (measured as percentage of investment financed externally), would be the same across different firm sizes in Uganda. Finance is defined such that a larger number implies better access to finance.
The results show that access to finance boost MSMEs growth relative to large firms. The paper also investigates the sensitivity of these results to different ways of estimating the IC measures. Using firms' individual responses (Table 4 column 2), we find that access to finance has a negative effect on medium-sized firms but no effect on firms of other sizes. 4 This suggests that using endogenous measures may underestimate the effect of finance on micro and small firms. Column (3) reports the result of reproducing the estimates presented in column (1) for the same sample as in column (2), where the results are similar. Overall, the results show that finance helps firms, in Uganda, grow if endogeneity is properly controlled.
Column (4) reports the results when using investment climate (IC) measures constructed as described in the data section, but with the only difference that the averages within city, sector, and size cells are matched to current rather than initial size. As mentioned earlier, this is likely to re-introduce some level of endogeneity as growing firms are matched with higher levels of access to finance. In this case, we find that all firms benefit from access to finance. However, the coefficients point to smaller benefits for medium firms and the differences across firm size are statistically significant.
Column (5) presents the results of further assessing the robustness of our main results when constructing the IC averages with sector-location averages. 5 The results are negative for MSMEs relative to large firms. The question is why would access to finance constrain firm growth? It is possible that access to finance may not be a binding constraint to MSME in Uganda. Indeed, World Bank (2017) suggests that entrepreneurship in Uganda may be as result of poverty and lack of wage employment and not because of talent. This evidence may also point that location and sector of operation may be of importance while considering the effects of financial access on MSMEs growth. This result supports the argument against restricting financing to certain sectors and locations because when firms are financially restricted they are also likely to be size constrained. It should be noted, however, that these results are insignificant.
Other investment climate factors
Measures of the regulatory environment show that business regulations measured as the share of time that management devotes to dealing with government regulations are significant for larger firms than the micro, small, and medium firms. This is likely because MSMEs are informal, and are not visible to the authorities, unlike their large counterparts (Tybout, 2000) . It is also possible that MSMEs pay a bribe to remain invisible and informal. Particularly, business regulations do not appear to impact the growth of micro firms. The positive effect for micro firms suggest that micro firms benefit from a generally lower enforcement, which may help divert some economic activity to micro firms. Consequently, it is not surprising that corruption (paying a bribe) is much more of a problem to micro firms than other firm sizes. Micro firms may have to pay a bribe to remain invisible (ibid). These results are quite similar across all specifications regardless of how the IC variables are computed, suggesting that endogeneity is less important in these two cases.
Concerning infrastructure bottlenecks, measured as the incidence of power outages, the study finds evidence that infrastructure bottlenecks tend to stunt the growth MSMEs. However, these results depend on the degree to which we account for endogeneity. In Table 4 column 4, we find that MSMEs instead may benefit from the troubles of larger, possibly more productive firms, as some production may be diverted to micro firms. This is consistent with MSMEs using less capital and energy-intensive modes of production, whereby benefits that these processes provide can be sustained due to hardships hitting the large firms. These results appear stronger in column 5. However, Adewuyi and Emmanuel (2018) find that power outages undermine firm growth in Nigeria regardless of firm size. This calls for a deeper interrogation of these results.
Robustness
In this section, the paper examines whether our results are robust to changes in the definition of variables and set of controls.
Addressing other possible sources of endogeneity
The paper addresses potential source of endogeneity emanating from choice of locations based on availability of finance and the quality of the business environment. Table 6 column (1) in the Appendix reports the results if we restrict the sample to domestic-owned MSMEs who tend not to have many options on the choice of location and as such location tends to be associated with the place of birth or residence of the business owner. 6 The results are insignificant, nevertheless.
Alternative definitions of access to finance
The second set of robustness checks involves using alternative measures of access to finance. There are two sets of results, indicating that the nature of the finance being captured matters and that the results are somewhat sensitive to whether variation across sectors is included or not. To examine the different types of finance, two additional measures are included-the share of sales made on credit and access to working capital from external institutions. Unlike the measure of finance used on Tables 3 and 4, the variables on  Table 6 column 2 and 3 measure access to a more informal form of financing and to shorter term financing from institutions. In the case of the share of sales on credit, column (2) shows that MSMEs share in the benefits of access to this financing relative to large firms.
For access to working capital, Table 6 column (3) confirms the results in Table 6 column (2). It should be noted that these results are sensitive to whether one allows for sectoral variation in Uganda to be included to control for endogeneity that may affect firm performance and increase their demand for financing. The paper discerns that sectors with a larger proportion of MSMEs stand to benefit disproportionately from financial development, a result that is consistent with Beck et al. (2003) . Table 6 Column (4) also includes alternative measures for the other three investment climate measures. They are days of inspections, the size of bribes paid, and losses incurred during transportation delays. The measure of inspections and management time spent dealing with officials do not deter MSMEs from growing. However, poor transportation infrastructure deters micro and small firms from growing.
Variation in the definitions of size Table 7 reports results using difference definitions of firm size classifications. For comparison purposes, column (1) reproduces the results of Table 4 , column (1). Column (2), Table 7 excludes micro firms. The results on the effects of access to finance to firm growth are consistent with results on Table 4 , which lend credence to the assertion that the level of productivity in firms in Uganda tend to be uniform and benefits accruing from financial access tend to spread across MSMEs firms relative to large firms. Column 3 follows the UIA (2008) definition of firms. The results on the effect of finance are insignificant. The results on corruption are only significant in the UIA (2008) definition, which again tend to suggest that bribes tend to aid the growth of MSMEs at the expense of large firms.
Age versus size
Firms tend to start operations when they are small and grow overtime. In this case, size is strongly correlated with age. Table 8 assesses whether differences in the impact of finance and other business environment variables could be related to age rather than size by adding a full set of interactions of age dummies with finance and IC variables to the baseline results (Table 4 , column 1).
The effects of interaction between size and financial access have negative effect on growth of small firms. This lends additional support to the selection story proposed by Jeong and Townsend (2008) that asserts that small firms are the ones that are likely to be less productive, and therefore, more likely to be hurt by increasing costs of inputs driven by a higher supply of credit. This result is insignificant among micro firms because it is unlikely that firms of that size outsource credit. Relative to large firms, there is a positive and significant relationship between older MSMEs with access to finance and MSMEs growth. Age may be correlated with access to financial networks and influence channels. We may also be capturing the fact that access to finance makes the survival of certain types of firms more likely, which then are observed as older at the time of the survey. At the same time, older firms tend to benefit from regulation and suffer from corruption.
In other results, regulations tend to favor older more established firms relative to younger ones. Combined with the size interactions, these results qualify the baseline results. These results suggest that regulations aid small, medium, and older firms that have been in business for a while, rather than firms that are small and young. Similarly, these results justify the hypothesis that small and medium firms benefit from a poor regulatory environment. Another interesting result of the size interactions is that corruption seems to benefit older, smaller, and medium established firms. As earlier mentioned, age could be correlated with the access to networks and influence channels. Table 5 reports results of firms in groups according to their characteristics or institutional environments. Columns (1) and (2) report results of firms indicating different reasons for not applying for a new line of credit. Column (1) reports results of the subsample of firms that did not apply for a new line of credit because they reported no Lakuma et al. Journal of Innovation and Entrepreneurship (2019) 8:15 Page 13 of 20 need for a loan. While column (2) reports results of the subsample of firms that did not apply for a loan due to obstacles (e.g., application procedure was too complex, interests rates were not favorable, collateral requirements were too high, etc.). Columns (3) and (4) report results of firms indicating different opinions about the consequences of corruption; column (3) reports results of the subsample of firms that indicated corruption was not an obstacle or a minor obstacle, while column (4) reports results of the subsample of firms that indicated corruption was a moderate, major, or very severe obstacle. Columns (5) and (6) report results of firms indicating different opinions regarding the rule of law, specifically the quality of the court system. Column (5) reports results of the subsample of firms that thought the court system is fair, impartial, and uncorrupted, while column (6) reports results of the subsample of firms that did not think the court system is fair, impartial, and uncorrupted.
Firm characteristics and institutional environments

Conclusion
This paper provides new evidence of the role of finance and the investment climate on firm growth in Uganda. The results suggest that lack of finance and a weak business environment tends to constrain the growth of MSMEs and benefits the growth of large firms. The results also show a positive effect of increased access to finance on MSMEs growth relative to large firms. These effects are not significant, however. As such, the use of measures to evaluate the effects of finance on firm growth is only significant on medium-sized firms due to downward bias. Measures of regulatory environment and infrastructure suggest that MSMEs benefit from informality, less regulation, and less infrastructure development, which may help divert some economic activity to MSMEs. However, MSMEs are more susceptible to giving bribes to sustain the informal and the invisible status.
We also make effort to overcome endogeneity between financial access and investment climate measures and business performance. Accounting for endogeneity reduces the magnitude of effects of financial access and investment climate measures on the performance of different types of firms. Nevertheless, financial access, particularly external finance to fund investment, facilitates the growth of Uganda's MSMEs relative to large firms.
Unlike Aterido et al. (2009) , there is evidence to suggest that MSMEs in Uganda benefit more from financial access than large firms do. The paper interprets these results as evidence that MSMEs are more credit constrained. While MSMEs entrepreneurs in Uganda may not have the capability, they have the willingness to grow their firms but are constrained by lack of finance.
Another important finding is that business regulations, measured as a higher share of management time spent dealing with regulations or inspections, does not affect the growth of micro firms, relative to large firms. This is likely because micro firms pay bribes to remain invisible.
The policy implication on size, efficiency, and dynamism of the business sector in Uganda is that lack of finance displaces activity from MSMEs firms in benefit of large ones. Given that MSMEs have more employment and growth effects, there is a need to increase financial inclusion of MSMEs. There is also a need to improve the business environment, particularly formalization of micro firms. This will go a long way in increasing the capacity of the state in collecting taxes and paying for fundamental inputs for private sector development such as innovation, transport, and electricity infrastructure.
It should be noted, however, that this paper uses cross-sectional data and the results cannot be used to infer behavior over a period of time or determine cause and effect. Therefore, future panel surveys and availability of other data may necessitate corresponding revisions of estimated relationships. 
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